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Abstract 


Business  process  reengineering  efforts  have  led  firms  to  relentless 
examination  of  processes.  The  overall  challenge  is  to  do  more  with  less. 
Supply  Chain  Management  (SCM)  is  a  major  area  of  focus  for  firms 
dedicated  to  the  creation  of  a  seamless  supply  network  that  minimizes  cycle 
times,  strengthens  inventory  management,  and  cuts  transportation  costs. 

This  report  examines  IT  Services  opportunities  amongst  leading  North 
American  companies  for  supporting  users'  supply  chain  management  goals. 

The  analysis  contained  in  this  report  addresses  user  expectations  from 
supply  chain  management,  the  IT  services  they  need  to  support  their 
business  objectives  and  their  perceptions  of  how  IT  services  vendors  are 
performing  in  this  environment. 

This  report  is  based  on  data  from  a  primary  research  project  involving  over 
130  telephone  interviews  conducted  across  seven  industry  sectors  where 
supply  chain  management  issues  are  of  critical  importance. 


MMB6 


©  1997  by  INPUT.  Reproduction  Prohibited. 


SUPPLY  CHAIN  MANAGEMENT  -  IT  SERVICES  OPPORTUNITIES 


INPUT 


Overview  Contents 


A.  SCM  Drives  $20B  IT  Services  Opportunity  1 

B.  User  Objectives  for  SCM  Systems  2 

C.  SCM  Services  Needs  3 

1.  Market  Understanding  4 

2.  Pricing  Considerations  5 

D.  Vendor  Performance  in  the  SCM  Process  5 

1.  Vendor  Performance  5 

Report  Table  of  Contents  i 

Report  List  of  Exhibits  iii 


©  1997  by  INPUT.  Reproduction  Prohibited. 


SUPPLY  CHAIN  MANAGEMENT  -  IT  SERVICES  OPPORTUNITIES 


INPUT 


Executive  Overview 


SCM  Drives  $20B  IT  Services  Opportunity 


Exhibit  1 


The  market  for  SCM  will  increase  from  $20.9  billion  in  1996  to  $51.8  billion 
in  2001,  as  shown  in  Exhibit  1. 


Supply  Chain  Management  Market  Forecast,  1996-2001 
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The  compound  annual  growth  rate  (CAGR)  for  this  market  is  20%.  Recent 
growth  in  supply  chain  management  has  been  slowed  by  the  lack  of 
integrated  software.  As  availability  improves  over  the  next  several  years, 
the  growth  rate  will  accelerate. 
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User  Objectives  for  SCM  Systems 


The  main  drivers  for  the  use  of  supply  chain  management  are  the  needs  to 
reduce  costs  (or  achieve  more  cost-effective  processes)  and  shrink 
manufacturing  product  cycles.  In  the  last  two  years,  according  to  several 
vendors,  SCM  has  contributed  to  reductions  of  up  to  40%  when  the  entire 
process  has  been  outsourced.  Beneficiaries  of  these  reductions  in  costs  are 
also  able  to  manage  work  better  in  relation  to  meeting  customer  needs. 

The  ability  to  shrink  product  cycle  time  is  due  to  the  use  of  information  that 
makes  it  possible  to  supply  products  to  customers  as  needed  without 
encountering  stock  shortages. 

The  total  range  of  improvements  expected  by  users  includes  the  ability  to 
achieve  greater  competitiveness,  cost  effectiveness,  total  quality 
management,  agility,  and  time  shrinking  and  as  shown  in  Exhibit  2. 


Exhibit  2 


Key  Supply  Chain  Management  User  Objectives 
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SCM  Services  Needs 


As  illustrated  in  Exhibit  3,  above  all,  users  desire  an  SCM  vendor  with  a 
high  degree  of  responsiveness  followed  closely  by  their  competence  and 
reputation.  The  vision  and  global  presence  of  an  SCM  vendor  are  secondary 
considerations. 


Exhibit  3 


Customer  Selection  Ratings 
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Vendors  realize  that  users  want  improvements  in  SCM  solutions,  but  they 
are  not  in  agreement  with  the  outlook  of  users  or  with  each  other.  A  few 
vendors  think  that  more  integration  is  needed.  Other  vendors  think  that 
improvements  should  be  made  in  specific  functional  areas,  but  there  is  no 
agreement  on  the  areas  to  improve. 

Among  the  improvements  desired  by  users  to  maximize  their  use  of  SCM 
were  more  consulting  and  training  services  (see  Exhibit  4).  Other  than  a  few 
of  the  largest  firms,  vendors  in  general  are  not  aware  that  some  users  are 
concerned  with  improving  consulting  or  training  so  that  they  can  improve 
their  use  of  SCM. 
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Exhibit  4 


Additional  Vendor  Services  Desired  by  SCM  Users 


•  Better  integration 

•  More  consulting 

•  More  training  in  SCM 


Only  a  small  percentage  of  vendors  and  users  are  actively  pursuing  more  use 
of  the  Internet  and  electronic  commerce,  although  there  is  general  awareness 
of  these  capabilities  and  industry  experts  and  several  large  vendors  are 
discussing  use  of  these  capabilities. 


Exhibit  5 


Vendors'  Perceptions  of  Customers'  Objectives  for  SCM 
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1.    Market  Understanding 

Vendors  demonstrate  a  good  understanding  of  what  users  are  looking  for. 
The  objectives  that  they  feel  are  being  pursued  with  SCM  shown  in  Exhibit 
5,  are  close  to  the  benefits  being  sought  by  users  as  stated  above. 
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Vendors  also  demonstrate  a  good  understanding  of  the  selection  factors  used 
by  SCM  outsourcing  prospects.  They  anticipate  being  graded  on  their 
responsiveness  above  all,  followed  by  their  reputation  and  the  competence  of 
their  personnel. 

Vendors'  vision  and  global  presence  are  less  important  to  users  during  the 
selection  process. 

2.    Pricing  Considerations 

The  factors  that  vendors  report  as  most  important  in  determining  price  are 
the  cost  of  meeting  requirements  and  interaction  with  prospects.  Almost  a 
third  of  vendors  feel  that  covering  costs  and  achieving  an  adequate  margin  is 
the  price  determinant.  About  one-fifth  of  vendors  rely  more  on  interacting 
with  users  and  determining  what  value  the  system  could  have  to  them  in 
setting  the  price. 

Other  pricing  factors  that  vendors  report  include  prices  quoted  elsewhere  in 
the  market  and  competitive  prices. 

Vendors  also  feel  it  is  important  to  emphasize  certain  features  or  capabilities 
to  support  their  pricing.  The  feature  emphasized  most  often  is  integration  of 
functions,  although  the  abilities  to  tailor  systems  easily  and  to  reduce  costs 
have  been  used  to  close  deals. 


Vendor  Performance  in  the  SCM  Process 

1.    Vendor  Performance 

The  most  important  measures  of  vendor  performance  by  users  are  the  ability 
to  meet  requirements  and  on-time  delivery  of  projects.  Next  in  importance 
are  the  capabilities  that  vendors  need  to  meet  those  requirements  and  cost 
control.  Users  report  a  high  level  of  satisfaction  in  vendors'  fulfillment  of 
these  key  measures  of  performance,  as  shown  in  Exhibit  6. 
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Exhibit  6 


Customer  Satisfaction  Ratings  of  Vendor  Performance 
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Users  feel  that  vendors  do  have  the  capabilities  to  deliver  systems  that  will 
meet  their  needs.  They  give  high  ratings  to  vendors'  ability  to  meet 
requirements,  on-time  delivery,  the  range  of  vendor  capabilities,  and  vendor 
cost  effectiveness. 
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Clients  make  informed  decisions  more  quickly  and  economically  by  using  INPUT'S  services.  Since  1974, 
information  technology  (IT)  users  and  vendors  throughout  the  world  have  relied  on  INPUT  for  data, 
research,  objective  analysis  and  insightful  opinions  to  prepare  their  plans,  market  assessments  and  business 
directions,  particularly  in  computer  software  and  services. 

Contact  us  today  to  learn  how  your  company  can  use  INPUT'S  knowledge  and  experience  to  grow  and  profit 
in  the  revolutionary  IT  world  of  the  approaching  millennium. 
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